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p ADDRESS REFLY TO

v UNITED STATES CIVIL SERVICE COMMISSION et
BUREAU OF RETIREMENT AND INSURANCE FILE BT:JHF:ycd
WASHINGTON 25, D.C. 20,15 AND DATE oF Tt Lerrz
June 3, 1964 STAT
r
Government Employees Health Assn,, Inc,
- Post Office Box 463
\ i C 20044
STAT Washington, D,C, |
L
e Dear : ’ : STAT

Attachéd is a copy of proposed amendments to the health benefits
régulations published as proposed rule-making in the Federal Register
of June 5, 1964, and an explanation of the reason for issuance of ‘the
proposed amendments. You have 30 days from the date of publicati§n
in the Federal Register to submit any comments, objections, or sugges-
tions with respect to these regulations. Please address your comments
to‘this office.

| Sincerely yours,

Andrew E. Ruddock
Director

Enclosures (2)
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T!E 5 - ADMINISTRATIVE PERSONNEL.

CHAPTER I - CIVIL SERVICE COMMISSION

PART 890 -~ FEDERAL EMPLOYEES HEALTH BENEFITS PROGRAM
Restrictions on Advertisement of Health Renefits Plans

Part 890 of Chapter I of Title 5, Code of Federal Regulations g is
amended in the following respects:

Section 890.202(e) is revoked.

A new section 890,203a is added, as follows:

§ 890.203a Advertising and selicitation prohibited.

(a) Except as permitted by paragraph (b) of this section, a carrier
shall ndt advertise a plan approved under the Federal Employees Health
Benefits Program or the carrier's participation in the Program, nor shall
it solicit enrollment of employees or annuitants. Any publication through
any media, by, or inspired by, a carrier,fa carrier's agent, representa-
tive, affiliate, or any other person with color of authority to aet in
the carrier's behalf shall be considered a violation of this section if
‘it refers to an approved plan in such fashion that it directly or in-
directly advertises the plan or contains any solicitation, invitation,
or suggestion that any employee enrcll in the plan or if it contains any
comparison of one plan with another or anmy indication that one plan is
in any way superior to ancther.

(b) A carrier may make public mention in print of an appmved plan
only (1) to give notice of a change of the carrier’s address; (2) to
make full disclosure of the financial operations of the plan which must
include as a minimum a statement of income and expense and a statement of
financial condition; (3) to furnish general information about the Federal

Employees Health Bene fits Program as a whole; (L) to publish verbatim
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reprints of UCommission news releases, with credit to the Commission; (5) to
maké announcements requested by the Commission; and (6), in a listing of ad-
vantages of belonging to an employee organization in recruiting literature,
to make the statement: "a health benefits plan which participates in the
Federal Employees Health Benefits Program", or its eéuivalent,vwith or
without the statement "see the official Civil Service Commission brochure
for benefits and costs”, or its equivalent. A carrief’shall not make any
public mention, directly or indireé£ly,}of the plan's benefits, or of any
other approvéd plans, except for those matters covered by clauses (L) and
(5) of this péragrapha |

(c) Public mention of an approved plan by a carrier permitted by
paragraph (b) of this section shall be limited to those publications,
house organs, and employee organization recruitiné literature published
by the headQuarters office of the carrier. No mention of the plan shall
appear in any local, state or regional publication of the carrier or its
affiliates,

(d) Communication exclusively between a carrier and an employee or
annuitant enrolled in its plan is not considered advertising for the
purposes of this section. Distribution of the official Civil Service
Commission brochurelis not considered advertising for the purposes of
this section.

Section 890,503(b) and section 890,503(c)(1l) are amended to read as
follows:

§ 890,503 Reserves.

(b) The administfative reserve ié credited with the one one~hundred-

and-fourth of the enrollment charge set aside for the administrative
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reserve, The administrative reserve is available for payment of administra-
tive expenses of the Commission incurred under this part, and for such other
purposes as may be authorized by law.

(e)(1) The contingency reserve for each plan is credited with (i) the
three one-hundred-and-fourths of the enrollment charge set aside for the
contingency reserve f£rom the enrollment charges for employees and annui-
tants enrolled for that plan, (ii) amounts transferred in accordance with
law from other contingency reserves and the administrative regserve, (iii)
income from investment of the reserve, (iv) its proportionate share of the
income from investment of the administrative reserve, and (v) any return
of reserves of the plan, The preferred minimum balance for the contingency
reserve is 1 month's subscription charges at the average monthly rate paid
from the Employees Health Benefits Fund for the plan during the most re-

cent econtract peried,

* % %
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EXPLANATION

I S S R L Ak

The Gomwiss;sm has reviewed its policy with respect to advertis sing and
reaffirmed its position that advertisirg by carriers in the Federal Em-
ployees Health Benefits Program is not in the best interests of em-
ployees or ta Goverument and would be detrimental to the Program as

a whole, It proposes to amewd the regulations in order to combine and
clariflly its existing instructions, as well as to make them more re-~
gtrictive,

With respect to paragraph {c¢) of the proposed regulation:  The publica-
tions of & cerrier's headquarters office are widely circulated and can
be expected to reach the attentlion of practically all enrollees of a
plan. There is, tbereicéda no legitimate need for regional, state, or
local affiliates of the carrier to reprint or restste health benefits
information. Unnecessary repetition of the same informetion and re-
peated mention of a plan become advertising and sclicitation in the
gulse of news and it is the intent of the regulation te prohibit this
by limiting mentlmn of a pian to publications coutrolled by a carrier's
headquanpezﬁe The regulation does not preclude an employee orgeniza-
ctlon frem listing in recruiting literature for the organization the
advantages of joining the union; this listing may inciude an item such
as "a health benefits plen which participates in the Federal Employees

Health Eenefits Frogram.” However, no further description of the plan
is permitted, Charact@rizatlau of the plan, such as "the best," Yone

of the best,” "second to none™ or "the plan for you," are pruhlblted
A gimple legend, such as "See the ojFﬂﬂlai Clvil Bervice Commission
brochure for benefits and costs," is permitted,

With respect to paragrapnh (b) of the proposed regulations: This per-
mits public mention of a plan under certain.conditions because scme
carriers may occasionally have a legitimate need to communicate with
their members on an important sgpect of plan administrstion or heslth
benefits program developments, For example: Members would need 1o be
ioformed of a new address to which claims are to be mailed or where
service may be obtained; a full disclosure of financial condition of
the plan wonld be permltueﬁ whereas disclosing only certain figures
(€.g., claims paid), would be considered to be advertising; a carrier
might want to remiond employees of the right under the program to con-
v&rt to a nongroup contract, It is anticipated that any progranm

¢ 1”*eresu to employees {e, geg charges in law and regulatlons,
ns, ete, ;) will e announced Ly'»omm¢551on News releases
which carriers are permitted to reprint in full, without change, and
with credit Yo the Commission., Attachments to news releases need not
be reprinted iu full. The cost of publishing such communications is
not allowable as 8 charge to the experience cf the plan but must be
borng by the carrier unless the Commission has requested the publica~
tlon.
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In connection with ite review of advertising pelicy, the Commission hag
aleo reaffirmed the existing authorization which permits a carrier to
purchage from its own (not plan) funds, additional copies of its offi-
cial brechure, These brochures may be distributed or displayed without
any accompanying literature, so long as in doing so there igs no viela-
tion ef the regulations or policy of any Federal agency in which they
may be distributed or displayed. The brochure, developed jeintly with
the carrier, is the best exposition of a plan’s benefits, exclusiens,
and limitations and there is no legitimate need for a carrier to further
elaborate on them in any publication. Nor is there any legitimate need
for a carrier to comment in any way on another carrier‘'s plan. This
does not authorize use of official agency channels or facilities to
distribute carrier~purchased brochures,

Administrative reserve

Public Law 88-284 amended the Faderal Employees Health Benefits Act so
as to permit the transfer of excess administrative reserves te the
contingency resarves on a proportionate basis, Our present regulatieng
provide that income on the administrative reserve will be credited to
the administrative reserve., Since the enactment of Publie Law 88-284,
the crediting of income on investments to the administrative reserve is
useless since excess administrative reserve is to be transferred in ac-
cordance with law to the contingency reserves of the plans., Conse-
quently, it is proposed that all investment income of the Employees
Health Benefits Fund will be credited tes the contingency reserves with-
out passing through the administrative reserve,
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